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AMERICAN INSTITUTE OF ACCOUNTANTS 


ANNUAL MEETING 


The committee on meetings an- 
nounces that arrangements for the an- 
nual meeting of the Institute, made in 
collaboration with committees of the 
Massachusetts Society of Certified Pub- 
lie Accountants, are now complete. The 
meeting will be at the Copley-Plaza 
hotel, Boston, October 14th to 17th. 


SPEAKERS 


As announced earlier, Arthur Ander- 
sen, of Chicago, a member of the Insti- 
tute, and Ralph T. Crane, president of 
the Investment Bankers’ Association of 
America, have accepted invitations to 
speak at the meeting. Other speakers 
will be Winthrop L. Carter, president 
of the New England Council, Philip 
Cabot, professor of public-utility 
management at the Harvard graduate 
school of business administration, and 
George O. May, of New York, chairman 
of the Institute’s special committee on 
development of accounting principles. 
The subjects of these addresses are 
listed in the complete program of the 
meeting, printed elsewhere in this Bul- 
letin. There will be no discussion of 
these addresses on the floor of the meet- 
ing, but ample opportunity for the in- 
terchange of ideas on subjects of vital 
interest to practising accountants will 
be provided at the round-table sessions, 
described in the August issue of the 
Bulletin. The complete program of dis- 
cussion leaders and topies is also printed 
in this Bulletin. 


REGISTRATION FEE 


The committee on meetings has fixed 
the registration fee at $8 for men and 
$6 for ladies. This will cover the an- 
nual banquet, the dinner dance, the 
luncheon for men on Tuesday and all 
entertainment which will be provided 
for the ladies. 


INVITATIONS TO STUDENTS OF 
ACCOUNTANCY 


Invitations to attend the open ses- 
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sions of the annual meeting have been 
extended to members of the faculty and 
students of accountancy at the following 
schools in the vicinity of Boston: Har- 
vard graduate school of business ad- 
ministration, Boston university college 
of business administration, Bentley 
school of accounting and finance, North- 
eastern university school of commerce 
and finance, Massachusetts Institute of 
Technology and Brown university. 


GoLF AND TENNIS 


Competition for the Missouri golf 
trophy, presented to the Institute in 
1925 by the Missouri Society of Certi- 
fied Public Accountants and awarded 
each year to the winning team of four 
representing a state society or a chapter 
of the Institute, will be held at the 
Charles River country club, Newton 
Centre, on Wednesday, October 16th. 

Entries should be mailed before Octo- 
ber Ist to Richard D. Seamans, 84 State 
street, Boston, chairman of the golf 
committee, and should be accompanied 
by $3.00, which will cover the greens 
fee, but not the cost of luncheon. 

The rules which govern competition 
for the golf trophy are printed else- 
where in this Bulletin. 

It has been found impracticable to 
arrange for formal competition for the 
Missouri tennis trophy. Tennis courts, 
however, will be available for those who 
wish to play, and should there be suffi- 
cient interest, an informal tournament 
may be arranged. 


ENTERTAINMENT 


In addition to the annual banquet, 
there will be a reception for the mem- 
bers and ladies on the evening of Mon- 
day, October 14th, a luncheon for mem- 
bers at noon on Tuesday and a dinner 
dance on the evening of that day. 
Tours to places of historical interest and 
other entertainment have been planned 
for the ladies. 
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TRANSPORTATION 


The committee on meetings wishes 
again to call attention to the arrange- 
ments which have been made with the 
passenger associations of the country 
for transportation to and from the an- 
nual meeting under the identification- 
certificate plan. The reduced fares (re- 
turn-trip tickets for one and one-third 
the regular one-way fare) are available 
only to members and members of their 
immediate families and may be pur- 
chased only upon presentation of a 
properly endorsed identification certifi- 
cate. These certificates can be obtained 
only from the secretary of the Institute 
and all members planning to travel to 
Boston under this plan are urged to 
make request for certificates as soon as 
possible. Information regarding the 
time of sale of tickets and other mat- 
ters has been given the members by the 
committee on meetings. Additional in- 
formation can be obtained from local 
ticket agents or from the secretary of 
the Institute. 


CoMMITTEES 


The Massachusetts Society of Certi- 
fied Public Accountants, through com- 
mittees appointed for the purpose, has 
taken an active part in preparing for 
the annual meeting. Following are the 
chairmen of the arrangement commit- 
tees: budget and finance, Stanley G. H. 
Fitch; attendance and _ registration, 
Anthony Jaureguy; publicity, Earle M. 
French; banquet and luncheons, Don- 
ald P. Perry; reception and entertain- 
ment, Harold A. Mock; business ses- 
sions, Perey M. Hendrie; round-table 
discussions, J. Chester Crandell, and 
golf and tennis, Richard D. Seamans. 

Mrs. R. D. Seamans is chairman of 
the ladies’ committee. 

The Institute’s committee on meetings 
consists of the following: Homer N. 
Sweet, chairman, Charles F. Ritten- 
house and Mr. Seamans. 

The Institute’s committee on creden- 
tials is as follows: James Willing, 
chairman, Schuyler Dillon and Earle 
M. French. 
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ELIJAH WATT SELLS SCHOLARSHIP 
PRIZE 


The board of examiners has awarded 
the Elijah Watt Sells scholarship prize 
for the candidate receiving the highest 
grades in the Institute’s examinations 
to Theodore G. Anderson, 914 Russ 
building, San Francisco. 

Mr. Anderson wrote the Institute’s 
examinations before the California state 
board of accountancy in May, 1935, and 
received the highest grade of all candi- 
dates during the fiscal year 1934-1935. 
The Sells prize, which is awarded an- 
nually, consists of $50 derived from the 
income of a fund established by the 
council of the Institute in honor of the 
late Elijah Watt Sells. 


NOMINATIONS 


The report of the committee on 
nominations of the American Institute 
of Accountants has been sent to all 
members with the official call for the an- 
nual meeting to be held at Boston, Oc- 
tober 14th to 17th. 

The committee recommends the elec- 
tion of the following members to the re- 
spective offices. 


PRESIDENT : 

Robert H. Montgomery, New York. 
ViIcE-PRESIDENTs : 

Norman L. McLaren, California. 

William B. Franke, New York. 
TREASURER : 

Arthur W. Teele, New York. 
CounciL For Five YEars: 

Arthur H. Carter, New York. 

P. W. R. Glover, New York. 

J. E. Hutchinson, Jr., Texas. 

Kendrick, District of Colum- 

ia. 

William A. Paton, Michigan. 

Maurice Peloubet, New Jersey. 

C. Oliver Wellington, New York. 
CounciL For ONE YEAR: 

Edwin H. Wagner, Missouri. 
AUDITORS : 

Warren W. Nissley, New York. 

R. G. Rankin, New York. 
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COMPLETE PROGRAM OF ANNUAL MEETING 


Boston, Oct. 14-17, 1935 


Monday, October 14th 


All day. Registration. 
10:00 A. M. Meeting of council (executive 
session). 
8:30 P. M. Reception for members and 
ladies.’ 


Tuesday, October 15th 


9:30 A. M. General session (George Ar- 
mistead, president of the In- 
stitute, will preside). 

Invoeation. 

Welcome to representatives of 
foreign societies. 

President’s address. 

Annual reports. 

Address: “Industrial manage- 
ment and accounting,” by 
Winthrop L. Carter, presi- 
dent of the New England 
Council. 

Address: “Government and 
business,” by Philip Cabot, 
professor of public utility 
management, Harvard grad- 
uate school of business ad- 
ministration. 

. Luncheon for men. 

. Address: “Present-day prob- 
lems affecting the presenta- 
tion and interpretation of 
financial statements,” by Ar- 
thur Andersen, of Chicago. 

Business session (executive ses- 
sion, open only to members 
and associates of the Insti- 
tute). 

7:30 P. M. Dinner dance. 


10:45 A. M. 


12:00 Noon. 


ss 
- 


3:00 P. M. 


Wednesday, October 16th 


All day. Golf and tennis tournaments. 
Round-table discussions. 

8:00 P. M. Meeting of representatives of 
state accountancy boards 
(open session; Maurice E. 
Peloubet, chairman, Ameri- 
ean Institute of Accountants’ 
board of examiners, will pre- 
side). 
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Address: “The nature of C. 
P. A. examinations and 
methods of preparation 
therefor,” by Roy B. Kester, 
professor of accounting, Co- 
lumbia university, and chair- 
man of the Institute’s com- 
mittee on education. 

Diseussion by: 

Horace P. Griffith, of the 
Pennsylvania state board 
for the examination of 
public accountants. 

Norman E. Webster, of the 
New York state board of 
C. P. A. examiners. 

Charles F. Rittenhouse, of 
the Massachusetts board of 
registration of certified 
public accountants. 

Frederick B. Andrews, of 
the Institute’s board of 
examiners. 


Thursday, October 17th 


9:30 A. M. General session. 
Election of officers. 
Selection of 1936 meeting 
place. 
Other business. 
10:30 A. M. Round-table discussions. 
12:00 Noon. Address: “Practical effects of 
the securities act,” by Ralph 
T. Crane, president of the 
Investment Bankers Associ- 
ation of America. 

2:30 P. M. Address: “The influence of ac- 
counting on development of 
the national economy,” by 
George O. May, of New 
York, chairman of the Insti- 
tute’s special committee on 
development of accounting 
principles. 

3:30 P. M. Meeting of council (executive 
session). 

7:30 P. M. Annual banquet 

Address by Dr. Arthur L. Kin- 
solving, rector of Trinity 
Church, Boston. 
10:00 P. M. Dancing. 
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PROGRAM OF ROUND-TABLE DISCUSSIONS 


WepNEsDAY, OcToBer 16TH 
9:30 A. M-11:00 A. M. 


FEDERAL REVENUE ACT OF 1935 


Leader: J. A. Phillips, Texas. 

Graduated corporation tax rate—a new prin- 
ciple. 

Taxing of ten per cent. of dividends received 
by corporations at regular corporation 
rates. 

Deducetibility of charitable contributions by 
corporations. 

Capital-stock tax increase with allowance of 
new declared value. 

New excess-profits-tax rate with new rela- 
tionship to declared value of capital stock. 

No gain or loss to corporation on liquidation 
of controlled subsidiaries. 

Changes in estate and gift tax provisions. 


INVENTORY CONTROLS IN MANUFAC- 
TURING BUSINESSES 


Leader: James O. McKinsey, Illinois. 


(Topies to be announced later.) 


11:00 A. M.-12:30 P. M. 


ORGANIZATION AND ADMINISTRA- 
TION OF THE PUBLIC ACCOUNT- 
ANT'S OFFICE 


Leader: Berl G. Graham, Ohio. 
Personnel development and utilization. 

Selection of juniors. 

Preliminary office training of juniors: 
proofreading, filing service reports, per- 
sonal and estate bookkeeping, compila- 
tion of statistics. 

Monthly schedules of proposed staff activ- 
ities: interim work on audits, natural 
business year, use of non-chargeable 
time. 

Compensation plans. 

Equipment and Methods. 

Physical plan of office. 

Library and reference services. 

Office methods: filing systems, time re- 
ports and bookkeeping, audit work pa- 
pers. 


VALUATION OF OWNERSHIP 
INTERESTS IN GOING BUSINESSES 


Leader: Ernest E. Wooden, Maryland. 

Earning capacity. 

Extraordinary or non-recurring gains or 
losses. 


Earnings in periods of most favorable or 
unfavorable trade conditions. 


Changes in accounting policy. 
Sufficiency of working capital. 
Valuation of accounts receivable—trade. 


Valuation of securities not having a listed 
market value. 


Valuation of plant items. 
Reserves for contingencies. 


Valuation of ownership where there is more 
than one class of stock outstanding. 


| 
| 
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2:00 P. M.-3:30 P. M. 


PLANT ACCOUNTS AND DEPRECIA- 
TION POLICIES 


Leader: David B. Galloway, Massachusetts. 
Constituents of plant accounts. 

Inventories of fixed assets. 

Bases of valuation. 

Definition of depreciation. 

Purpose of depreciation charge. 


Different methods of providing for depreci- 
ation. 


Charges to depreciation reserve. 


EARNED SURPLUS, CAPITAL SURPLUS 
AND NO-PAR STOCK 


Leader: George E. Frazer, Illinois. 
Treatment of stock dividends. 


To what surplus are cash dividends charge- 
able? 

Losses or gains on transactions in company’s 
own capital stock. 

Deficit from operations succeeded in later 
period by net profits. 

Unamortized discount and call premium on 
bonds redeemed by refunding issue. 

Bond discount written off earlier than as re- 
quired under any periodic amortization 
plan. 

Reserves for sinking funds and contingen- 
cies. 


3:30 P. M.5:00 P. M. 


RETAIL STORE ACCOUNTING AS 
AID TO MANAGEMENT 


Leader: J. P. Friedman, New York. 
Retail inventories. 

Uniform expense classification. 
General accounting problems. 
Reports to executives. 


AUDIT REPORTS 


Leader: Lincoln G. Kelly, Utah. 

Scope and nature of examination. 

Methods of accounting and bases of valua- 
tion. 

Arrangement of subject-matter. 

Reporting to (a) stockholders, (b) directors, 
(ce) creditors, (d) business executives. 
Recent developments in accounting practice 
given recognition in the preparation of 

audit reports. 

Limitations with respect to uniform pro- 
cedure in the preparation of reports as to 
balance-sheets and as to income state- 
ments. 

Desirability of uniformity with respect to 
items included under the various headings 
or captions in statements presented in 
audit reports. 

The amplified balance-sheet in audit reports. 

The income statement in audit reports as an 
indication of earning capacity. 

Constructive and critical comments. 
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THurspay, 17TH 
10:30 A. M.-12:00 P. M. 


AUDIT CERTIFICATES 


Leader: James Willing, Massachusetts. 

Analysis of suggested form of accountants’ 
certificate recommended by the special 
committee on codperation with stock ex- 
changes. 

Limitations on use of a uniform certificate. 

Requirements under federal and state stat- 
utes. 

Special certificates for special purposes. 

Accountant’s liability to clients: (a) for 
negligence, (b) scope of employment as 
affecting liability to client, (c) damages. 

Accountant’s liability to third parties: (a) 
for negligence, (b) for gross negligence 
or fraud, (¢) damages. 


DETAILED AUDITS AND FRAUD 
DETECTION 


Leader: William D. Cranstoun, New York. 
Internal organization and control. 

Audit of payments for goods. 

Payrolls. 

Accounting for sales. 

Verification of credits to customers. 
Manipulation of cash. 

Theft of merchandise. 


ACCOUNTANT DISCIPLINED FOR 
MISCONDUCT BEFORE S. E. C. 


The attention of the Institute has 
been called to what is believed to be the 
first case in which a public accountant 
has been disciplined by his professional 
organization for misconduct in the prep- 
aration of financial statements under 
the regulations of the securities and ex- 
change commission. At a recent special 
meeting of the directors of a state so- 
ciety of certified public accountants, a 
member was ordered to be indefinitely 
suspended for the manner in which he 
had prepared and certified financial 
statements which appeared in an appli- 
cation to the commission. 


ACCOUNTING REQUIREMENTS FOR 
FEDERAL REGISTRATION OF 
SECURITIES 


Leader: C. O. Wellington, New York. 

Requirements for different types of busi- 
ness. 

Form of accountants’ certificates. 

Use of footnotes on financial statements. 

Statements as to bases of valuation and 
technical disclaimers. 

Confidential information. 

Importance of working papers. 

Use of indemnity agreements or letters. 


FEDERAL TAX PROBLEMS OF PARENT 
AND CONTROLLED CORPORATIONS 


Leader: Norman L. McLaren, California. 

Management of intercompany profits. 

Interecompany dividends and interest. 

Interecompany service-charges. 

Reorganizations because of changes in tax 
laws. 

Unreasonable accumulation of surplus. 


MECHANIZING GOVERNMENTAL 
ACCOUNTS 


A twenty-one page pamphlet entitled 
Modernized Tax Accounting has been 
published for free distribution by the 
office of the county auditor of Cuyahoga 
County, Ohio. The pamphlet is an ex- 
pansion of the material presented in the 
Journal of Accountancy for August, 
1935, by Clark L. Simpson, under the 
title, ‘‘Mechanizing Governmental Ac- 
counts.’’ The pamphlet, which was 
prepared by Charles B. Ryan, account- 
ant in charge of efficiency for the office 
of the county auditor, may be obtained 
by request from Clark L. Simpson, 
Room 17, Courthouse, Cleveland, Ohio. 
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SIR JAMES MARTIN 


The death of Sir James Martin, for- 
mer president and for many years sec- 
retary of the Society of Incorporated 
Accountants and Auditors, occurred on 
August 21st during a holiday at Liand- 
rindod Wells, Radnorshire, Wales. Sir 
James is remembered by American ac- 
countants as a delegate to the First In- 
ternational Congress on Accounting at 
St. Louis in 1904. He was also vice- 
president of the Fourth International 
Congress at London in 1933. 

Sir James was appointed secretary of 
the Society of Incorporated Accountants 
and Auditors shortly after its founding 
and retained that post until after the 
world war. He was elected president of 
the society in 1922 and served as presi- 
dent during the society’s recent fiftieth 
anniversary celebrations. 

Sir James, who received his knight- 
hood in 1919, was a prominent figure in 
English financial and industrial circles. 
He served as president of the London 
chamber of commerce and as chairman 
of its council. In 1917 he was director 
of contract costing under the ministry 
of munitions. 


CHRISTIAN P. LEE 


Christian P. Lee, a member of the In- 
stitute since 1923, died at his home in 
Phoenix, Ariz., during August, after a 
year’s illness. He was 64 years of age. 

Mr. Lee was a certified public ac- 
countant of Arizona and California. He 
has been in public practice on his own 
account since 1910. At the time of his 
death he was a partner in the firm of 
Lee & Garrett. He was a native of Nor- 
way but had been a citizen of this coun- 
try for many years. 


WILLIAM TOPPER 


William Topper, a charter member of 
the Institute, died on June 16th at New 
York, where he had long been a resi- 
dent. Mr. Topper practised on his own 
account. 


POSSIBILITY OF ONE NATIONAL 
ACCOUNTANCY ORGANIZATION 


The membership of the Institute is 
undoubtedly aware, in a general way, 
that during the past two years there has 
been a good deal of discussion of the 
possibility of uniting the American In- 
stitute of Accountants and the Amer- 
ican Society of Certified Public Ac- 
countants, in order that there might be 
only one national accountancy organiza- 
tion for accredited professional ac- 
countants in this country. In the past 
year, particularly, there has been active 
consideration of this subject. It has 
been thought best, however, to defer de- 
tailed reports to the membership until 
something tangible could be presented 
for discussion. At this time the pro- 
ceedings have reached a stage at which 
the president of the Institute believes 
that all members and associates should 
be fully informed of the facts, and that 
they may properly look to the head- 
quarters of the Institute for an authori- 
tative statement on the matter. 

Since definite proposals may soon 
come before the council of the Institute 
for consideration, the following sum- 
mary of events leading up to these pro- 
posals is published for the information 
of the membership : 

Suggestions that the American Insti- 
tute and the American Society should 
be united have been brought forward 
almost continually during the past 
twelve years. In 1924, committees of 
the two organizations were appointed to 
consider the matter and met to discuss 
the possibility of unification. Follow- 
ing the negotiations it was concluded 
that amalgamation was impracticable at 
that time but that codperation between 
the two organizations in some activities 
was desirable and entirely possible. The 
Institute Bulletin of April 18, 1925, 
contains a complete report of those dis- 
cussions. 

During the next six or seven years no 
formal proposals were submitted to the 
Institute for consideration, but prac- 
titioners in various parts of the country 
frequently expressed their individual 
convictions that something should be 
done to bring about a single national 
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organization. In December, 1932, the 
directors of the New York State Society 
of Certified Public Accountants adopted 
a resolution expressing the opinion that 
the profession would be best served by 
one national organization and asking co- 
operation of all state societies in consid- 
eration of ways and means through 
which the desired result might be 
brought about. The then president of 
the American Institute of Accountants, 
in a circular letter dated January 13, 
1933, advised all members of the action 
of the New York State Society. He in- 
dicated that the problem was not a 
simple one and that a number of serious 
questions would be involved, but as- 
sured the membership that the Institute 
would give careful and sympathetic con- 
sideration to any specific plan which 
might be submitted. 

At a meeting of council of the Insti- 
tute, October 16, 1933, the subject was 
discussed at great length, with a con- 
clusion, strongly voiced, that the Insti- 
tute would by no means ever wish to 
close the door to any new proposals or 
a renewal of any old proposals, the con- 
sideration of which might conceivably 
be to the advantage of accountancy as a 
whole. Since it had been reported that 
the American Society of Certified Pub- 
lie Accountants shortly before had au- 
thorized appointment of a committee to 
consider the possibility of one national 
organization, the Institute’s council 
authorized its president to appoint a 
special committee to consider the mat- 
ter of amalgamation or co-operation 
with other bodies of accountants and to 
report to the executive committee. 

A committee entitled the ‘‘special 
committee on codperation with other 
organizations’’ was appointed, and im- 
mediately began consideration of the 
subject before it. Soon after its ap- 
pointment this committee communicated 
with the American Society and in- 
dicated willingness to meet with repre- 
sentatives of the Society and discuss 
whatever suggestions might be offered 
as a solution of the problem. In the 
meantime the Institute’s special com- 
mittee gathered historical and statistical 
data bearing on the development of the 
American Association of Public Ac- 


countants and the reasons for the organ- 
ization of its successor, the American 
Institute of Accountants. The forms of 
government and procedure, as reflected 
by the by-laws of the American Insti- 
tute of Accountants and the constitu- 
tion and by-laws of the American So- 
ciety of Certified Public Accountants, 
were studied and compared. The activi- 
ties of the two organizations were tabu- 
lated for comparative purposes and a 
statistical comparison of the member- 
ship of both groups, showing the dis- 
tribution by states, the number of prin- 
cipals and staff employees in each and 
similar information was prepared. The 
structure of other professional organiza- 
tions such as the American Bar Asso- 
ciation and the American Medical So- 
ciety was also analyzed. 

Prior to the meeting of council of the 
Institute on October 15, 1934, the Insti- 
tute’s special committee reported its ac- 
tivities to the executive committee and 
the information was transmitted to the 
council. In the fall of 1934 the Amer- 
ican Society of Certified Publie Ac- 
countants’ special committee on one na- 
tional organization indicated that it was 
ready to meet with the Institute’s spe- 
cial committee to discuss the whole ques- 
tion. The meeting took place on Novem- 
ber 19, 1934, and occupied the entire 
day. At the conclusion of the session 
the two committees were in agreement 
on the following general points: 


1—That a single national organization to 
represent accredited members of the pro- 
fession was desirable 

2—That, if such an organization existed, 
membership should be selective, not auto- 
matic, and that admission should be by 
voluntary, individual application. 

3—Possession of a certified public account- 
ant certificate, subject to character, 
waiver and similar consideration, should 
be considered as basic evidence of eligi- 
bility for membership—that is, the or- 
ganization should be designed to include 
all reputable and qualified certified pub- 
lie accountants. 

4—Membership in a state society should not 
be required as prerequisite to admission 
to the national organization 

5—All members in good standing in both 
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existing organizations would have to be 
admitted to amalgamated group 

6—Some provision should be made for close 
working codperation between state socie- 
ties and national organization, possibly 
through creation of an advisory council of 
state society presidents to meet on occa- 
sion with the governing body of the na- 
tional group 


It was suggested that sub-committees 
of the two groups should arrange subse- 
quent meetings and endeavor to work 
out a specific plan for unification of the 
two national organizations, embodying 
the fundamental principles upon which 
agreement had already been reached. 
This suggestion was carried out. 

At later meetings of the sub-commit- 
tees a plan was developed which would 
give effect to the objectives agreed upon 
at the original meeting. This plan took 
the form of amendments to the present 
by-laws of the American Institute of 
Accountants. The plan was submitted 
to the Institute’s executive committee 
in conjunction with a complete report 
of the activities of the special commit- 
tee, under date of March 12, 1935. The 
executive committee studied the matter 
at several special meetings and reported 
its conclusions to the council at the 
meeting of that body held on April 8, 
1935. 

In the meantime, on April 6th, a 
quorum of the full committee represent- 
ing each national organization met at 
New York to review the work which the 
two sub-committees had done. At this 
meeting the committees agreed on the 
following points: 


(1) In view of legal difficulties involved in 
the creation of a new organization, the 
American Society’s committee would 
recommend that the corporate structure 
of the Institute be continued as the 
structure of a single national organiza- 
tion if certain suggested revisions of the 
by-laws were adopted. 

The name “American Institute of Ac- 
countants” should remain unchanged. 
The experience requirements for admis- 
sion, as set forth in the plan drawn by 
the two sub-committees (modifying ex- 
isting Institute requirements slightly, 
chiefly by reduction of the practice re- 


(2) 
(3) 


quirement for associateship from three 
to two years) were not objectionable. 

(4) Dues should remain at the rates now 
provided by the Institute. 

(5) Provision for an advisory council of 
state society presidents was highly de- 
sirable and was a vital part of the plan. 

(6) Future exclusion of all applicants ex- 
cept those possessing C. P. A. certifi- 
cates was necessary to accomplish unifi- 
cation of the existing organizations. 


These conclusions were also reported 
to the council of the Institute at its 
meeting on April 8th. 

The council devoted the greater part 
of the day to discussion of this subject 
and eventually voiced general approval 
of the work done by the special commit- 
tee on codperation with other organiza- 
tions; approved in principle the idea of 
finding, if possible, a workable basis for 
unification of the two national organiza- 
tions, and referred back for the joint 
consideration of the executive commit- 
tee and the special committee on co- 
operation with other organizations the 
specific plan which had been considered. 

On April 18th the executive commit- 
tee and the special committee met 
jointly and reached an agreement on 
the fundamental points embodied in the 
specific plan worked out by the commit- 
tees representing the two national ac- 
counting organizations. The funda- 
mental points agreed upon at that time 
were understood to be essentially the 
major items of the plan on which the 
two committees representing the Amer- 
ican Institute and the American So- 
ciety had agreed, and were in accord 
with the general principles expressed as 
the objectives of the two committees 
after their first meeting. The conclu- 
sions of the executive committee and the 
special committee at the joint meeting 
on April 18, 1935, may be summarized 
as follows: 


(1) In the light of an opinion by counsel it 
appeared to be impossible for the In- 
stitute to turn over its assets to any 
new organization. Therefore any 
plan for unifying the present na- 
tional organizations must be based on 
the premise that the Institute would 
be continued in its present form with 
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provision for admission of members 
of the American Society. 

(2) The executive committee of the Institute 

expressed its willingness to recom- 
mend to council a plan for unifica- 
tion of the Institute and the Society 
by providing for admission to the In- 
stitute of all members of the Society 
in good standing certified as such by 
the president and secretary of the So- 
ciety, without examination or other 
test of eligibility. 
It was understood that this action 
would be contingent upon an agree- 
ment by the American Society of Cer- 
tified Public Accountants to dissolve 
its organization upon completion of 
a mutually acceptable plan. 

(3) As part of the plan for unification of 
the two organizations the executive 
committee was prepared to suggest an 
amendment to the by-laws providing 
that after a date to be agreed upon 
all applicants for membership in the 
Institute should be required to pos- 
sess a certified public accountant cer- 
tificate. 

(4) The executive committee agreed to rec- 
ommend as a part of the plan crea- 
tion of an advisory council composed 
of presidents of state societies of cer- 
tified public accountants to be con- 
vened at least once a year for the 
purpose of hearing reports referred 
to it by the council of the Institute or 
presenting recommendations to the 
council of the Institute or discussing 
matters of interest to the profession. 

(5) It was also agreed to suggest to the 
council consideration of an amend- 
ment of the by-laws of the Institute 
whereby the experience requirement 
for applicants for associateship in 
the Institute would be reduced to two 
years. 


These conclusions were communicated 
to the American Society of Certified 
Public Accountants and subsequently 
the Institute was advised that the direc- 
tors of the Society had voted on the 
basic principles underlying the plan 
outlined by the Institute’s executive 
committee and without dissenting vote 
had agreed upon the following funda- 
mental points: 


In the conferences between the committees 
of the two national bodies there has been a 
unanimous meeting of the minds on three 
points. First, that a single national organ- 
ization would be to the interest of the pro- 
fession. Second, that future membership 
therein should be confined to C. P. A.’s, al- 
though provision should be made for all 
members in good standing in either Institute 
or Society to be taken over, the details with 
reference to adjustments to be worked out 
later. Third, that such recognition of the 
state society should be made as would fore- 
stall the organization of a second national 
group at some future time. 


This advice was received under date 
of July 22nd. 

Late in July the New York State So- 
ciety of Certified Public Accountants 
called a meeting of presidents or duly 
designated representatives of the state 
societies of certified public accountants 
at Atlantic City, August 23rd. It was 
stated by the presiding officer at this 
meeting that the purpose of the confer- 
ence was to secure an expression of 
opinion from state society representa- 
tives to the end that there might be 
reasonable assurance that any basis of 
merger adopted or recommended would 
be acceptable to the greater proportion 
of the members of the two existing na- 
tional accounting organizations. 

At that meeting the president and 
secretary of the American Institute of 
Accountants were present by invitation, 
as well as the chairman of the special 
committee on co-operation with other 
organizations. The president and secre- 
tary of the American Society and the 
chairman of its special committee on 
one national organization were likewise 
present. 

The chairman of the Institute’s spe- 
cial committee and the chairman of the 
Society’s special committee presented 
to the meeting the major provisions of 
the plan worked out by the two commit- 
tees, as accepted by the executive com- 
mittee of the Institute, the basic princi- 
ples of which had received the endorse- 
ment of the directors of the American 
Society. 

The assembled presidents of state so- 
cieties expressed their opinion that one 
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national accounting organization would 
be to the best interests of the members 
of the profession. They also expressed 
the view that the suggested plan for a 
merger of the two existing national or- 
ganizations be approved in principle, 
but that each of the several points in- 
volved be discussed and be voted upon 
separately. 

A resolution of the directors of the 
American Society, who had not yet ex- 
pressed themselves on the specific fea- 
tures of the plan agreed upon by the 
executive committee of the Institute, was 
presented to the state society represent- 
atives, the principal features of which 
were suggestions that the name of the 
single national organization, if such an 
organization was to be, should include 
the designation ‘‘Certified Public <Ac- 
countants,’’ and that the method of elec- 
tion of the governing body of the organ- 
ization should be based on sectional rep- 
resentation. 


It was explained by the chairman of 
the Institute’s committee that because 
of endowment funds and other property 
rights competent counsel had advised 
the Institute that its assets could not be 
legally transferred to a new organiza- 
tion and that it would therefore be nec- 
essary to continue the existing corpora- 
tion known as the American Institute of 
Accountants as the corporate vehicle by 
which a merger might be accomplished. 


The assembled representatives of the 
state societies expressed the opinion that 
the name of the resulting organization 
should be ‘‘The American Institute of 
Certified Public Accountants’’ with the 
thought that the suggestion as to the 
change in name should be submitted to 
the members of the organization after 
the merger. 

After extended discussion of the other 
points involved in the plan which had 
been presented, the state societies’ repre- 
sentatives expressed their views through 
appropriate resolutions which are quoted 
verbatim as follows: 


(a) That the membership of the American 
Society be merged with the membership 
of the American Institute, and that the 
members of the American Society be 


admitted to membership in the resulting 
single national organization upon certifi- 
cation by the president and secretary 
of the Society as to members in good 
standing. 

That after the merger none but certified 
public accountants be admitted to mem- 
bership in the resulting single national 
organization. 

That there be recommended to the re- 
sulting single national organization the 
early adoption of a provision in its by- 
laws, which will provide for the election 
of members of the council by districts 
and by the members resident in the dis- 
trict. 

That the by-laws of the proposed na- 
tional organization provide for an ad- 
visory council to be composed of the 
presidents (or duly authorized repre- 
sentatives in case the president may not 
be eligible or able to serve) of state so- 
cieties to consider such questions as may 
be referred to it by the governing body 
and to initiate and recommend such ac- 
tion on the part of the governing body 
as may be proper. 

That the proposed national accounting 
organization should maintain an office 
in Washington, D. C. 


It was decided that the views of the 
conference be reported to the two na- 
tional organizations and to all the state 
societies, in the hope that the various 
state societies would find it possible to 
consider the matter and advise the na- 
tional organizations of their conclusions 
prior to the annual meetings of the na- 
tional organizations, and the hope was 
expressed that they would take such ac- 
tion as might be necessary at the time 
of the annual meetings. 

As this Bulletin goes to press the mat- 
ter rests at this point. It should be 
clearly understood that so far as the In- 
stitute is concerned, no final action 
could be taken without a vote of the 
membership. While the council will 
doubtless give further consideration to 
the subject at its meeting on October 
14th, its deliberations can result only in 
a decision to recommend, or not to ree- 
ommend, a specific course of action to 
the membership. 


(b) 


(e) 


(d) 


(e) 
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INSTITUTE REPRESENTED AT MEETINGS 
OF OTHER BODIES 


TENNESSEE 


The Institute was represented by its 
president, George Armistead, of Hous- 
ton, at the annual meeting of the Ten- 
nessee Society of Certified Public Ac- 
countants, held on August 30th and 
31st at the Gayosa hotel, Memphis. 

The meeting opened with Hilary H. 
Osborne, president, presiding, and the 
Reverend I. H. Noe, dean of St. Mary’s 
Cathedral, pronounced the invocation. 
The delegates were welcomed by Con- 
gressman Walker Chandler, and B. A. 
Timmons, of Knoxville, responded. 

Mr. Armistead then made his address. 
He traced the development of account- 
ing from the early Italian treatise of 
Luca Paciolo to its present professional 
standing. He dwelt on the organization 
of the professional societies of England, 
Scotland and the United States and 
their influence. 

Other addresses on the first day of 
the meeting were by Joseph L. Kennedy, 
manager of the Memphis clearing house 
association, and W. H. Eagle, assistant 
attorney general of Tennessee and at- 
torney of the state board of accountants. 
On the following day Robert H. Me- 
Nair, chief accountant of the works 
progress administration in that section, 
and D. W. Springer, secretary of the 
American Society of Certified Public 
Accountants, spoke. Officers elected at 
this session will be announced in a later 
Bulletin. 

CANADA 


The Institute was represented at the 
thirty-third annual meeting of the 
Dominion Association of Chartered Ac- 
countants, held September 4th to 6th, 
by James S. Matteson, of Duluth. The 
headquarters of the meeting were at the 
Fort Garry hotel, Winnipeg. J. Gray 
Mundie, president of the association, 
presided. Details of this meeting will 
be published in a later Bulletin. An in- 
vitation has been extended to the officers 
and members of the Dominion Associa- 
tion to attend the annual meeting of the 
Institute at Boston, and the response in- 
dicates that Canadian accountancy will 
be well represented there. 


VISIT OF GERMAN ACCOUNTANTS 
PLANNED 


Plans have been made to entertain a 
group of approximately twenty-five 
visiting German accountants at the offi- 
ces of the Institute on September 27th. 

The visiting accountants are mem- 
bers of the Institut der Wirtschaftsprii- 
fer, national organization of public ac- 
countants in Germany. On the after- 
noon of September 27th they will be re- 
ceived at the Institute and addressed by 
representatives of this organization. 

Members of the Institute wishing to 
attend the meeting should notify the 
secretary so that necessary arrangements 
can be made. 


STATE LEGISLATION 


As this Bulletin goes to press, it is re- 
ported that Wisconsin assembly bill 820, 
a two-class restrictive bill which was 
passed by the assembly on July 16th, 
was passed by the senate on September 
3rd. It has not yet been approved by 
the governor. 


RULES FOR MISSOURI GOLF 
TROPHY 


The special feature of this tournament 
will be contests between teams of four 
players for the trophy presented by the 
Missouri State Society to be known as 
the ‘‘Missouri golf trophy.’’ The con- 
test is open to teams from the various 
state chapters (or societies, if there is 
no chapter in the state). The four team 
players must be members of the chapter 
or society which they represent. 

The team matches will be played on 
Monday; medal play; eighteen holes. 
Players with substantially the same 
handicaps (club or state) will play to- 
gether and the trophy will be won by 
the team having the lowest gross score 
(i. e. total of the four gross scores of its 
players). 

The trophy will be held for a year by 
the winning chapter or society team. 
Players must play through the eighteen 
holes. Scores must be kept by opponents 
in each instance. 
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CO-OPERATION WITH BANKERS 


The Institute has received a copy of 
the annual report of the joint committee 
of Robert Morris Associates and the 
Maryland Association of Certified Pub- 
lie Accountants, including questions 
which arose in discussion at the monthly 
meetings of the committee and answers 
agreed upon by the committee. Among 
these are the following: 


“Are a profit-and-loss statement and a 
surplus analysis necessary for the proper 
consideration of financial condition ? 

“Yes. The banker, even though he may 
have a balance-sheet, cannot obtain a clear 
picture of the progress of the customer’s 
business unless he has the profit-and-loss 
statement and the surplus analysis. The 
balance-sheet might show a good position 
while the business is losing money and is 
definitely headed to disaster. 


“What is the danger of accepting a con- 
densed balance-sheet ? 

“Tt is always dangerous to accept con- 
densed balance-sheets. The banker does not 
have sufficient information with which 
clearly to understand the true financial con- 
dition of the client. 


“What responsibility does the accountant 
assume in establishing reserves ? 

“Reserves for leasehold improvements— 
amortize over life of lease. 

“No reserve for fee-simple improvements, 
as they should be capitalized. 

“Patents—depreciated over a period of 
seventeen years. 

“Accounts and notes receivable—the ac- 
counts should be aged and a reserve should 
be established by taking into consideration 
the history of the company and industry as 
to possible losses. 

“Fixed assets—a specifie percentage 
should be established each year, depending 
upon the nature of the asset. 

“The accountant should carefully analyze 
the business and state in his report that ade- 
quate reserves have been established to cover 
any possible losses through legal suits, in- 
come taxes of previous years, ete. It is‘sug- 
gested that the banker always look for re- 
serve for bad debts. If such a reserve is not 
found, the banker should make inquiries. 
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“What does the banker expect of the ac- 
countant with reference to verification of in- 
ventories ? 

“The banker will expect the accountant to 
make reasonable tests as to price, quantities, 
ete., provided he so qualifies in his certifi- 
eate. Of course, it is known that the banker 
takes into consideration the standing of the 
accountant preparing the report. 

“RESOLVED, that a qualification in account- 
ants’s certificates as to inventory should be 
the exception rather than the rule. It is de- 
sirable that the client, banker and account- 
ant have a conference before the audit so 
that the accountant may be given sufficient 
authority to examine the inventory to such 
an extent that an unqualified certificate may 
be given by him. 


“To what extent should an accountant in- 
vestigate instalment-accounts receivable, and 
how should they be classified on the balance- 
sheet ? 

“RESOLVED, that the accountant should in- 
vestigate twenty-five per cent. of the instal- 
ment-accounts receivable as a reasonable test 
for the proper valuation of said accounts in 
order to establish a reserve, which should in- 


elude an amount to provide for expense of 


collecting accounts. Such instalment-accounts 
receivable should be included in the current 
group, provided they are set out separately 
with the proper reserves clearly shown, but 
a footnote or explanatory note under the 
classification itself should show the estimated 
amount of collections based on past per- 
formance, and be it further 

“RESOLVED, that the bankers and account- 
ants co-operate so that the client will estab- 
lish a proper and adequate system of ac- 


counting to cover instalment-accounts receiv- 
able. 


“Possibility of developing the natural busi- 
ness year. 

“Tt is the opinion of this committee that it 
is extremely advantageous to develop the 
natural business year, for the accountant 
will be enabled to render a better statement, 
while the banker will obtain a clearer pic- 
ture of the complete results of the business 
without need to allow for overlapping and 


misleading inventories, receivables and pay- 
ables.” 
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MEETINGS AND ELECTIONS 
FLORIDA 


Tampa 


A Tampa chapter of the Florida Institute 
of Accountants was organized at a meeting 
of members of the state organization at 
Tampa on August 9th. All Tampa members 
of the Florida institute in good standing all 
eligible for membership in the chapter. 
Monthly meetings will be held. 


Officers elected are: Joseph A. Sweeny, 
president; Russel Bogue, vice-president; 
Manuel A. Montenegro, secretary, and Hu- 
bert Foy, treasurer. 


Kansas 


A special meeting of the Kansas Society 
of Certified Public Accountants was held re- 
cently at the Broadview hotel, Emporia, 
to consider questions relating to the new 
Kansas municipal accounting act, the edu- 
cation and experience requirements of the 
state accountancy law and other matters. 


Arnold A. Jones, Kansas state account- 
ant, described the various provisions of the 
municipal accounting act and members of 
the society discussed problems of its admin- 
istration. 

After discussion of the education and ex- 
perience requirements of the Kansas ac- 
countancy law, the following resolution was 
adopted for transmission to the state board 
of administration, the state examining board 
and the committee of the University of Kan- 
sas: 


“ResotveD, that it is the consensus of 
opinion of the members of the Kansas Soci- 
ety of Certified Public Accountants, assem- 
bled in called meeting at Emporia, Kansas, 
that paragraph numbered five of the rules 
adopted by the board of administration for 
administering the certified public accountant 
law, dated March 15, 1927, remain un- 
changed except as to educational require- 
ments, and that paragraph numbered six be 
modified to require for admission to the ac- 
countancy examination a certificate of grad- 
uation from a college or university requir- 
ing four years’ standard college work; said 
modified requirement to become effective on 
and after June 30, 1940.” 
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ANNOUNCEMENTS 


Peat, Marwick, Mitchell & Co. announce 
the removal of their New York offices to 70 
Pine street. 


John L. Daniel and Waldo Markland, of 
Tulsa, Okla., announce the formation of the 
partnership of Daniel & Markland, with of- 
fices in the Beacon Life building, Tulsa. 


Louis 8. Goldberg, of Sioux City, Iowa, 
addressed members of the Sioux City Ki- 
wanis club on “The defense and distribution 
of property after death,” at a meeting on 
August 29th. 


Frank W. Harris, Jr., of Philadelphia, is 
the author of an article entitled “Suggested 
changes in stockholders reports of building- 
and-loan associations,” which appeared in 
the Pennsylvania Bulletin, published by the 
Pennsylvania League of Building-and-loan 
Associations. 


James O. McKinsey, of Chicago, ad- 
dressed members of the National Commer- 
cial Teachers Federation on “The relation- 
ship between the accountant and the busi- 
ness executive,” at a meeting at Philadel- 
phia on December 12th. 


Elon R. Sheldon, of St. Petersburg, Fla., 
is the author of an article entitled “The so- 
cial security act,” which appeared in the St. 
Petersburg Independent on August 22nd. 


C. Oliver Wellington, of New York, is the 
author of an article entitled “Beware the se- 
cret price cut,” which appeared in the Au- 
gust issue of Forbes Magazine. 


William R. Winn, of Williamsport, Pa., 
addressed members of the Lycoming County 
Manufacturers Association on “The Penn- 
sylvania corporate net-income tax,” at a 
meeting on August 20th. 


Ernest S. Woolley, of New York, is the 
author of an article entitled “The duties of 
an accounting system,” which appeared in 
the September issue of Banking. 
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